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An update on the PubCo reform debate 
  
By David Clifton & Suzanne Davies (Clifton Davies Consultancy Limited)  
January 2014 
 
 

On 21 January 2014, the House of Commons debated an Opposition motion to the 
effect that: 

• two years have passed since the House of Commons’ resolution on pub 
companies on 12 January 2012 

• the Business, Innovation and Skills Committee was right to state in its Fourth 
Report, on Consultation on a Statutory Code for Pub Companies, that only a 
statutory code of practice which included: 

o a mandatory rent-only option for pub companies which own over 500 
pubs, 

o an open market rent review and  
o an independent adjudicator 

would resolve the contractual problems between the big pub companies and 
their lessees 

• pub closures are increasing (currently at a rate of 26 per week) 
• the Government should by July 2014 bring forward legislative proposals to 

introduce a statutory code of practice of the kind recommended by the 
Business, Innovation and Skills Committee. 

The background to all of this is set out in an article under the heading “New PubCo 
Consultation” written by Suzanne Davies for the 13 May 2013 edition of Pub & Bar 
Magazine accessible on our website at http://cliftondavies.com/new-pubco-
consultation-pub-bar-issue-43/  

The 21 January debate was opened by Toby Perkins, MP for Chesterfield and 
Shadow Minister for Small Business, who said in relation to the three “key steps” 
demanded by the motion that: 

• a mandatorv free-of-tie option is needed because the beer tie works for some 
licensees, but not for many others who can buy only limited products at 
inflated prices and “what the pubcos are defending is an old- fashioned 
closed shop, whereas what we are proposing is a genuinely competitive 
market solution that stands up for the rights of the small entrepreneur”. 

• independent rent reviews are needed to deal with “horror stories” of the type 
that other MPs mentioned during the debate because “when a new licensee 
takes over a pub, or when an existing rent contract expires and is 
renegotiated, there should be a fully transparent and independent rent review, 
completed by a qualified surveyor”.  

• a “truly independent body” is needed to monitor the regulations and 
adjudicate in disputes between licensees and pubcos because “there is little 
confidence in how PICAS, the Pubs Independent Conciliation and Arbitration 
Service, or PIRRS, the Pubs Independent Rent Review Scheme, are 
operating, with many of the people going through the PICAS process 
unhappy with the outcome”. 
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He described the above as the Labour Party’s tests, grounded in “the principles of 
building a market that works, with rules to prevent restrictive practices and big 
companies unfairly using their size in an uncompetitive way”. 
 
There then followed vigorous and clearly heartfelt debate with many examples of the 
plight suffered by individual tenants at the hands of big pub companies. Adrian 
Bailey, Labour MP for West Bromwich (West) and Chairman of the Business, 
Innovations and Skills Committee, summed up the general sense of frustration on the 
part of many MPs when he said:  

 
“I wish to emphasise the sense of embarrassment that I feel, as the Select 
Committee Chair, about the fact the all the work that has been done over the 
years still shows no tangible result. My sense of exasperation is reflected by 
tenants up and down the country, who want to know what is happening and 
why parliamentarians support the pubs in their constituencies in debate after 
debate but do not seem prepared to vote to bring forward legislation to do 
something about the situation”.  

 
Barry Sheerman, Labour MP for Huddersfield briefly introduced a degree of levity 
when commenting on the need for pubs to “upgrade”, saying:  

“Back in the day, someone went into a pub in Rochdale after reading a sign 
saying, ‘Pie, pint and a friendly word.’ He gets a pint, which is not very good, 
and his pie. He says to the landlord, ‘Where’s the friendly word?’ The landlord 
leans in and says, ‘Don’t eat the pie’” 

 but nevertheless made very clear his view that:  

“the whole brewing industry and the pub estates have been taken over by 
money men and women who are interested mainly in the return they can get 
on the estate and do not have a real love of the sector, brewing, beer and the 
leisure industry generally …. they are out to screw as much money and profit 
from it as they can”. 

Vince Cable, the Secretary of State for Business, Innovation and Skills, was the man 
at whom was aimed many of the criticisms voiced during the debate. He 
acknowledged in relation to the responses to the Government’s consultation exercise 
that:  

“although pub-owning companies can and sometimes do treat their tenants 
well, the overall sense from those representations is that the tie arrangements 
with the pub-owning companies are unfair and that a lack of transparency 
causes a severe imbalance of negotiating power”. 

 
He summed up what he considered to be the central issue in the debate as:  

“not about the principles, which we have debated before and on which there 
is a lot of common ground, but, “Why the delay? Why have the Government 
not given a formal response?”  

 
By way of explanation for this, he said that there had been “a massive response” (ie 
about 9,000 responses, one of which was about 2,000 pages long) to the 
consultation which was not “a simple ‘yes or no’ issue”, in that it covered other 
issues, including flow monitoring, guest beer and the gaming tie. However, although 
there was “strong opinion”, there was “less unanimity” about the core issue, ie the 
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mandatory free-of-tie option and open market rent review. He said that the 
Government: 
 

• “has to try to come forward with a proposal that carries the House and as 
many of the stakeholders as possible”, and   

• “wants to see action, but first we must provide a thorough and proper 
response to the consultation”. 

 
Adrian Bailey was unconvinced, drawing attention to what he perceived to be political 
tensions within the coalition: 

“I cannot help but feel that the lack of progress demonstrates something 
more profound than just sympathy for publicans — tensions within the 
Government and a lack of political will to translate promises into legislative 
action. The result of that will be disillusionment among the public and the 
tenants who need reforms, and above all, disillusionment with Parliament as 
an institution, which has demonstrated that it cannot make its will prevail over 
the Government”. 

It was left to Jenny Willott, the Parliamentary Under-Secretary of State for Business, 
Innovation and Skills, to explain that “this is a complicated issue, and it is really 
important that the Government gets the decision right”, adding that: 

• the Government had intended to publish its response to the consultation by 
the end of 2013 

• those who are affected by the proposals, whether tenants or businesses, 
need clarity 

• the “excellent response” to the consultation has created a broad evidence 
base upon which the Government can make “the right decision to ensure a 
fairer and more sustainable pubs industry” 

• a tied tenant should be no worse off than a free-of-tie tenant. 

Labour’s motion was defeated by a vote of 244 for and 311 against. An amendment 
to the following effect and moved by Vince Cable was agreed by a vote of 311 for 
and 246 against: 
 

• the opportunity has been welcomed to debate the issue of fairness in the 
relationship between publicans and pub owning companies 

• the concerns, acknowledged by the Government in January 2013, about the 
failure of pub company self-regulation to rebalance risk and reward between 
the companies and their tenants and lessees are noted 

• the excellent work and the four Reports that the Business, Innovation and 
Skills Select Committee and predecessor Committees have produced over 
the years on this issue is recognized 

• the previous Government failed to take any position on this important issue 
until February 2010, just two months before the dissolution of Parliament and 
the end of its term in office 

• the present Government held the first ever consultation to explore how best to 
protect tenants and lessees through a statutory code of practice backed by an 
independent adjudicator 

• this consultation received a very large response and it is right that the 
Government carefully considers the huge volume of the evidence received as 
part of the consultation before publishing its response as soon as it can in 
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2014. 

As ever, more news when we have it. In the meantime, please do not hesitate to 
contact us if you have any enquiry arising from the above. 
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